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KELLOGG COMPANY 

BATTLE CREEK, MICHIGAN 


To the Stockholders: 


March 19, 1951 


On behalf of the Board of Directors, we submit the Annual Report of Kellogg Company for the year 
1950, comprising a consolidation of the operations of the domestic companies and foreign subsidiaries. 

Consolidated net earnings for the year 1950 amounted to $10,053,256, or $4.60 per share, as compared 
to $11,536,174, or $5.28 per share for the preceding year. Increased taxes, advances in raw material and 
labor costs in the last six months of the year, and lower exchange rates for conversion of profits of subsid¬ 
iaries were the principal reasons for the reduction in profits. Consolidated net sales for the year 1950 
amounted to $106,094,544, up slightly from the previous year's figure of $105,675,343. Tonnage sales for 
1950 increased 6% over 1949. 

Cash dividends declared during the year 1950 totaled $3.35 per share. In addition to cash dividends 
declared out of current earnings, on December 6, 1950, your directors declared a dividend out of surplus 
in 3}/2% Cumulative Preferred Stock at the rate of $7 par value per common share aggregating 153,013 
shares of a total par value of $15,301,300. The capital stock of your Company now consists of 153,013 
shares of such Preferred Stock authorized and issued, and 2,250,000 shares of Common Stock of $1.00 par 
value, of which 2,201,000 shares are issued and outstanding, including 15,100 shares held in the treasury. 

It will be observed from the Comparative Balance Sheet included herein that net working capital 
amounted to $15,762,437, at the end of 1950 as compared to $15,854,315 at the end of 1949. Inventories 
have been adjusted to give effect to market values and to the continued use of the “Last-in, First-out" 
method of valuing certain of the items included therein. Net worth, consisting of Preferred Stock, Com¬ 
mon Stock and surplus, increased $2,730,491. 

Expenditures for plant and equipment during the year 1950 amounted to $4,469,114, comprising 
certain improvement and rehabilitation projects at the Battle Creek plant, as well as expansion and im¬ 
provement of the English, Canadian and Australian plants, and a new plant in Mexico which was still 
under construction at the end of the year. In November, 1950, your Company acquired the plant, equip¬ 
ment and trade names of Northern Illinois Cereal Company at Lockport, Illinois, and is continuing the 
manufacture of macaroni and spaghetti products at that plant. 

All subsidiaries enjoyed a successful year in 1950 and prospects are good for continued successful 
operation. It is expected that the new plant of Kellogg de Mexico, S. A., located at Queretaro, Mexico, 
will be completed and in operation some time in May, 1951. 

The marketing of “Kellogg’s Corn Pops” is being expanded and nation-wide distribution is expected 
to be completed by next year. The distribution of macaroni and spaghetti products under the trade name 
“Kellogg’s Gold Medal” is being expanded as rapidly as manufacturing facilities and trade conditions will 
permit, and it is expected that these products will prove to be an important addition to the Kellogg family 
of quality foods. 

Aggressive promotion of the entire Kellogg line is being continued and advertising plans for the current 
year include substantial use of television, which has already proved itself an effective medium for our purposes. 

We are again faced with all of the problems growing out of an expanding war economy. These problems 
present a challenge to our entire organization. Kellogg teamwork and cooperation will be of invaluable 
aid in their solution. 


Founder 


Respectfully submitted, 



President 



(A Delawan 
AND SUBSIDE 

CONSOLIDATED BALANCE SHEET 


CURRENT ASSETS: 1950 1949 

Cash . $13,089.764.18 $16,485,668.36 

Accounts receivable, less allowances for doubtful accounts _ $ 4,840,233.37 $ 3,805,103.88 


Inventories at lower of cost (certain materials on “last-in, 

first-out” basis) or market— _ 

Raw materials ___ $ 8,737,699.89 $ 5,994,600.33 

Finished products and materials in process _ 2,735,305.72 2,441,715.95 

Manufacturing supplies _ 1,296,045.97 _ 1,051,538.23 

Toted inventories _ $12,769,051.58 $ 9,487,854.71 

Total current assets . $30,699,049.13 $29,778,626.95 


LAND, BUILDINGS, MACHINERY, EQUIPMENT AND 

LEASEHOLD IMPROVEMENTS, at cost. . $32.317,729.71 $28,250,927.67 

Less depreciation and amortization _ 14,901,046.14 _ 13,681,175.99 

$17,416,683.57 $14,569,751.68 

PREPAID EXPENSES: 

Advertising materials and expense - $ 583,733.22 $ 669,421.78 

Insurance premiums and other prepaid expenses - - 334,007.15 _ 272,881.33 

$ 917,740.37 $ 942,303.11 

PATENTS. TRADE-MARKS AND GOODWILL . _$_ LOO $ _L00 

$49,033,474.07 $45,290,682.74 































COMPANY 

Corporation) 
iY COMPANIES 

— DECEMBER 31. 1950 AND 1949 


CURRENT LIABILITIES: 1950 1949 

Accounts payable _ $ 4,276,423.77 $ 2,871,864.98 

Dividend payable*. . 1,092,950.00 765,065.00 

Accrued payrolls, miscellaneous taxes and other accruals _ 449,345.77 372,506.77 

Estimated liability for United States and foreign taxes 
on income . 9,117,892.54 9,914,875.37 

Total current liabilities _ $14,936,612.08 $13,924,312.12 


CAPITAL STOCK AND SURPLUS: 



3 Yi% Cumulative Preferred stock of $100 par value — 

Authorized and outstanding 153,013 shares (including shares 
reserved, and unissued, for holders of outstanding scrip 
certificates) ___ _ _ 

$15,301,300.00 


Common stock of $1 par value — 

Authorized 2,250,000 shares 

Issued 2,201,000 shares including shares in treasury. _ _ _ 

$ 2,201,000.00 

$ 2,201,000.00 

Capital surplus_ _ . _ 

1,810,386.53 

1,810,386.53 

Earned surplus_ _ _ _ 

15,327,775.46 

27,898,584.09 


$19,339,161.99 

$31,909,970.62 

Cost of 15,100 shares held in treasury_ _ 

543,600.00 

543,600.00 


$18,795,561.99 

$31,366,370.62 

$49,033,474.07 

$45,290,682.74 






















KELLOGG COMPANY 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME 
AND EARNED SURPLUS 



1950 

1949 

Sales, less returns and allowances___ 

.. $106,094,543.77 

$105,675,342.73 

Net credit from conversion of foreign items into U. S. dollars_ 

80,172.87 

(319,045.41) 

Other income. _. __ __ _ 

243,533.% 

119,866.83 


$106,418,250.60 

$105,476,164.15 

Cost of products sold (less purchase discounts) and selling and 
administrative expenses _ _ ___ _ _ 

89,064,994.23 

85,519,989.82 

Costs and expenses include 
$1,622,182 in 1950 and 
$1,337,875 in 1949 for 
depreciation and amortization. 




$ 17,353,256.37 

$ 19,956,174.33 

Estimated United States and foreign taxes on income (1950 is 
after deducting $620,000 reserve for foreign taxes no longer 
required. 1950 also includes $200,000 for excess profits taxes) _ 

7,300,000.00 

8,420,000.00 

Earnings for the year _ _ _ __ _ _ . _ 

Dividends declared on common stock: 

. $ 10,053,256.37 

$ 11,536,174.33 

Cash — $3.35 a share in 1950 and $3.75 a share in 1949_ . 

Stock — (153,013 shares of 3J/£% cumulative $100 par pre¬ 
ferred stock) on the basis of $7 par value of the pre¬ 
ferred stock for each share of common stock held on 
December 8, 1950 _ _ ___ 

(7,322,765.00) 

.. (15,301,300.00) 

(8,195,854.50) 

Earned surplus at beginning of year. _ _ _ 

27,898,584.09 

24,558,264.26 

Earned surplus at end of year_ 

.. $ 15,327,775.46 

$ 27,898,584.09 


NOTES TO FINANCIAL STATEMENTS 

Net current assets and prepaid expenses of the wholly-owned foreign subsidiary companies (in Canada, 
England, Australia, South Africa, and Mexico) are included in the accompanying consolidated balance 
sheet as at December 31, 1950 and 1949 at the official rates of exchange at those dates. Properties are in¬ 
cluded at the approximate exchange rates at dates of acquisition. Adjustments arising from the conversion 
of the foreign accounts into U. S. dollars as at December 31, 1950 and 1949 are included in the accompany¬ 
ing statement of income. 

The l l A% Cumulative Preferred Stock is entitled to the benefit of a purchase fund which requires the 
company to set apart each year commencing in 1956, amounts varying from $382,500 in 1956 to $375,000 
after 1975. These amounts are to be used for offers to purchase shares of the preferred stock at prices 
varying from not in excess of $102 a share in 1956 to $100 a share after 1975. Any of the purchase fund 
not required to be expended in any year, shall revert to the corporation. In lieu of setting apart cash for 
any purchase fund installment, the company may apply shares of preferred stock purchased or redeemed as 
the equivalent of cash at the maximum current purchase price per share. Preferred shares may also be 
redeemed at prices varying from $103 in 1956 to $100 a share after 1985. So long as any of the preferred 
stock is outstanding, no dividends (other than those payable in common stock) shall be declared or paid on 
the common stock which would reduce the consolidated surplus, both capital and earned, below $10,000,000. 

















PRICE WATERHOUSE & CO. 


RESIDENT PARTNERS! 

A. J. BLOODSWORTH, C. P. A. 
A. W. BARR, C. P. A. 


PENOBSCOT BUILDING 
DETROIT 26 


March 15, 1951 


To the Board of Directors of 
Kellogg Company: 

We have examined the balance sheet of Kellogg Company and sub¬ 
sidiary companies consolidated at December 31,1950, and the related state¬ 
ment of income and earned surplus for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying statements present fairly the con¬ 
solidated financial position of Kellogg Company and its subsidiaries at 
December 31, 1950 and the results of their operations for the year in con¬ 
formity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Price Waterhouse & Co. 


t t X t 


COMPARATIVE RESULTS FOR LAST FIVE YEARS 
(As taken from Published Annual Reports) 


Provision for 


Year 

Net 

Sales 

Earnings 
Before Taxes 

Federal- Taxes 
on Income 

Net 

Earnings 

Cash 

Dividends 

1946... 

$ 79,159,974 

$ 7,379,205 

$2,956,000 

$ 4,423,205 

$2,729,375 

1947_ 

89,098,958 

8,828,751 

3,418,000 

5,410,751 

2,729,375 

1948_ 

104,968,734 

16,248,064 

6,747,000 

9,501,064 

4,586,659 

1949_ 

105,675,343 

19,956,174 

8,420,000 

11,536,174 

8,195,854 

1950 ... 

106,094,544 

17,353,256 

7,300.000 

10,053,256 

7,332,765 













Subsidiary Companies and Branch Offices 


UNITED STATES 

KELLOGG SALES COMPANY — BATTLE CREEK, MICHIGAN 
E. T. SWAN, President 

R. P. OLMSTEAD, Vice-President E. M. LEAVER, Vice-President 
VICE-PRESIDENTS IN CHARGE OF SALES DIVISIONS 

EASTERN DIVISION- . O. K. BERRY WESTERN DIVISION . G. E. ANDER 

CENTRAL DIVISION- . J. T. LEWIS PACIFIC DIVISION _ V. E. MITCHELL 

SOUTHERN DIVISION . C. L. YARBROUGH 


CHAIRMAN OF THE EASTERN DIVISION- . J. N. KANE 

ASSISTANT DIVISION MANAGER, WESTERN DIVISION . _R. W. SAWYER 

REGIONAL SALES MANAGER, DENVER TERRITORY . PAUL COPELAND 

DISTRICT SALES MANAGERS 


ATLANTA, GA. . C. W. EHLE 

BOSTON, MASS.. . -A. F. RUSH 

CHICAGO, ILL . J. W. SHARP 

CINCINNATI, OHIO. - - J. S. WHOLIHAN 

CLEVELAND, OHIO . C. W. WEBER 

DALLAS, TEXAS _ B. V. ANDERSON 

DENVER, COLO. . C. S. HARPER 

DETROIT, MICH _ V. J. WAUTELET 

KANSAS CITY, MO - M. L. JOHNSON 

LOS ANGELES, CAI .. L. C. HILL 

SYRACUSE, N. Y.-J 


MEMPHIS, TENN . J. O. BOONE 

MINNEAPOLIS, MINN.-C. P. PETERSON 

NEW YORK, N. Y . J. J. KEENAN 

OMAHA, NEB . L. F. TOOMEY 

PHILADELPHIA, PA - A. V. MACLEAN 

PITTSBURGH, PA _ L. F. RANSICK 

RICHMOND, VA . C. B. HUDSON 

ST. LOUIS, MO . G. W. TAYLOR 

SAN FRANCISCO, CAL.-J. H. WEBSTER 

SEATTLE, WASH . J. T. FARNHAM 

L. CHAMBERLAINE 


OMAHA, NEBRASKA, PLANT 
WM. H. WILLIAMS, JR., General Manager 


LOCKPORT, ILLINOIS, PLANT 
LEONARD BERGSETH, Plant Manager 


EXPORT DIVISION 

HAROLD F. MUNTZ, Sales Manager 
MORRIS M. RAYMER, Production Manager 


KELLOGG COMPANY OF CANADA, Limited— LONDON, ONTARIO 
GEORGE M. JOHNSTON, President and General Manager 
J. S. HOLMES, Sales Manager 


KELLOGG COMPANY OF GREAT BRITAIN, Ltd.— MANCHESTER 
HARRY McEVOY, Managing Director 
L. P. BATSON, Assistant Managing Director 


KELLOGG (Australia) PROPRIETARY, Limited— SYDNEY 
A. C. ROACH, Managing Director 
R. J. DAWSON, Assistant Managing Director 


KELLOGG COMPANY OF SOUTH AFRICA (PROPRIETARY), Limited 
HARRY McEVOY, Managing Director 
J. F. MALONE, Assistant Managing Director 


KELLOGG De MEXICO, S. A. 

E. J. HARLAN, President and General Manager 
M. Z. TORRENO, Vice-President and Assistant Manager 
























